1999 Nebraska Corporation Income Tax
INSTRUCTIONS

SPECIAL NOTE: Please note the new list of Business
Classification Codesfor usein completing Form 1120N.

WHO MUST FILE. Every entity engaged in business in
Nebraska or having sources of income from Nebraska and
subject to federal corporate income tax must file aNebraska
Corporation Income Tax Return, Form 1120N.

S corporations. Corporations which have elected to file
under Subchapter S of the Internal Revenue Code must filea
Nebraska S Corporation Income Tax Return, Form 1120-SN,
unless all shareholders are Nebraska residents and all
incomeisderived from Nebraska sour ces.

Financial institutions which maintainapermanent place of
businessin this state and actively solicit deposits from resi-
dents of this state must file a Nebraska Financial I nstitution
Tax Return, Form 1120NF, and are not to file a Nebraska
Corporation Income Tax Return, Form 1120N.

Cooperative organizations must file Form 1120N. Exempt
farm cooperatives must al so attach their Exempt Cooperative
Association Income Tax Return, Federal Form 990-C.
Cooperativesmay excludethose patronage dividends, dividends
on capital stock, and honpatronageincomeallocated to patrons
that are allowable deductionsor exclusionsfor federal income
tax purposes.

All exempt organizations required to file afederal return
and pay tax at the federal corporate tax rates on unrelated
businessincome arerequired to filethe Nebraska Corporation
Income Tax Return, Form 1120N. Thisincludes organizations
paying tax at thefederal corporaterateson Federal Forms 990-T,
1120H, 1120 POL, and other special federal forms.

Exempt truststhat filefor federal purposesand pay tax at the
federal trust rates are required to file a Nebraska Fiduciary
Income Tax Return, Form 1041N.

Exempt organizationsfiling only for the nonhighway use motor
vehicle fuels credit are required to attach a Form 4136N to
their Nebraska Corporation Income Tax Return, Form 1120N.
Compl ete the information on the top portion of Form 1120N,
write “Exempt” on line 1, and enter the amount of credit on
lines 19, 24, and 26.

COMBINED RETURN REQUIRED. Corporationsoperating
asaunitary group must file asingle combined return to report
the income of the entire group. See “Combined Income
Approach” which follows.

WHEN AND WHERE TO FILE. Thisreturn must befiled on
or beforethe 15th day of thethird month foll owing the close of
the taxable year. If this return is being filed by an exempt
organization which has unrelated business income, the due
dateisthe 15th day of the fifth month following the close of
the taxable year of such exempt organization. Cooperative
organizations and foreign corporationswith no locationswithin
the United Statesaretofile on or beforethe original duedate of
their federal incometax return.

The return must be filed with the Nebraska Department of
Revenue, P.O. Box 94818, Lincoln, Nebraska 68509-4818.

INCOME SUBJECT TO NEBRASKA TAXATION.
Nebraska income tax applies to the portion of the corporate
taxpayer’ staxableincomederived from or attributableto sources
within Nebraska. A corporatetaxpayer whichissubject to tax

in another state must apportion itsincome unlessapproval has
been granted by the State Tax Commissioner for an alternative
method.

A cor poratetaxpayer engaged in businessin Nebraskawhich
is not subject to tax in another stateisto report its entire
taxableincome to Nebraska.

COMBINED INCOME APPROACH. When a group of
corporations conducts a unitary business, both within and
without Nebraska, the group will determine theincome of the
group attributable to its activities in Nebraska by use of an
apportionment formulautili zing the combinedincomeapproach.
Refer toinstructionsfor Apportionment for Multistate Business,
Nebraska Schedulel.

PERIOD TO BE COVERED BY THE RETURN. Thisreturn

must befiled for the calendar year 1999 or fiscal year beginning
in 1999. A corporation reporting for afiscal year or filing a
short-period return must enter the beginning and ending dates

of thetaxableyear in the space provided at thetop of thereturn.
Thetaxableyear for Nebraskamust bethe same astheyear used
for federal incometax purposes. If a corporation changesits

federal taxableyear, it must changethe Nebraskataxableyear
accordingly. A copy of theapproval fromthelnternal Revenue
Serviceto change accounting periods must accompany thefirst
return which reflectsthe change.

RATE OF TAX. Thetax rateistherateineffect onthefirst day
of the corporation’ staxableyear. Corporationsfiling on afiscal
year or filing ashort-period return will computethetax liability
for theentiretaxable period by using thetax ratein effect onthe
first day of the taxable period. A corporation using a 52-53
week fiscal year beginning during the last week in December
must usetheratein effect onthefollowing January 1st.

PAYMENT OF TAX. Theentiretax dueisrequiredtobepaid
onor beforethe original due date of the return. Make check or
money order payableto the Nebraska Department of Revenue.
Write the Nebraska identification number on the face of the
remittance. Payment may also be made by Electronic Funds
Transfer (EFT). To enroll in the EFT program, contact the
department at 800-433-8631 at |east ten days prior to the due
date of the payment. An extension of timeto file Form 1120N
doesnot extend the date for payment of thetax.

EXTENSION OF TIME. It is not necessary to request a
Nebraska extension of time when the corporation has been
granted an extension tofileitsfederal return. Attach acopy of
Federal Form 7004 or an approved federal extension to the
Nebraskareturn and add interest onthetax at the statutory rate
from the due date of the return until the date paid. Failure to
attach acopy of theextensionwill resultinalatefiling penalty.

Anextension of timeto filemay be obtained from the Nebraska
Department of Revenue evenif the corporation doesnot request
afederal extension of time. The extension must be requested on
Applicationfor Automatic Extension of Timeto File Nebraska
Corporation Income Tax Return, Form 7004N, on or beforethe
due date of the return. Form 7004N has been included in this
booklet. If granted, the extension will be for a seven-month
period. Nofurther extension can begranted.

PAYMENT OF ESTIMATED TAX, FORM 1120N-ES.
Payment of estimated tax must be made by every corporation or
other entity taxed asacorporation under the Internal Revenue
Code, whentheNebraskatax liability can reasonably beexpected
to exceed allowabl e credits by $400 or more. Allowableincome



tax creditsarethecredit for inlieu of intangibletax, nonhighway
use motor vehicle fuels credit, the Community Development
AssistanceAct credit, and Nebraskaempl oyment and investment
credits from Form 3800N.

Corporation Application for Adjustment of Overpay-
ment of Estimated Tax, Form 4466N. If a substantial
overpayment of estimated incometax has been made, acorpo-
ration may file Form 4466N and request an adjustment of the
overpayment. Form 4466N must be filed after the end of the
tax year and by the 15th day of the third month following the
close of thetax year. The application can only befiled if the
adjustment requested exceeds $500 and 10 percent of the
estimated incometax liability of the corporation.

PENALTIES AND INTEREST. Penaltiesmay beimposed
for failure to file a complete return, failure to file a timely
return, failure to file an amended return when required, or
underpayment of tax by the due date of thereturn.

Interest at the statutory rateisdue on the amount of unpaid tax
whenever such amount isnot paid by the due date, eventhough
an extension of timeto filethereturn hasbeen granted.

ACCOUNTING METHODS. Themethod of accounting used
for federal income tax purposes must be used for Nebraska
income tax purposes. A corporate taxpayer may not change
from the method of accounting used in reporting income in
prior yearsunlessthechangeisapproved by thenternal Revenue
Service. A copy of this approval must accompany the first
return which reflectsthe changein the method of accounting.

ROUND TO WHOLE DOLLARS. Round any amount from
50 centsthrough 99 centsto the next higher dollar. Round any
amount lessthan 50 centsto the next lower dollar. Theamounts
on thereturn and schedul es must be shown inwholedollars.

FEDERAL RETURN. A copy of the actual federal return
and supporting schedules as filed with the Internal
Revenue Service must be attached to the return. This
includes, at a minimum, a copy of the first four pages and
supporting schedulesof the Federal Form 1120. |f aconsolidated
federal returnisfiled, acopy of the consolidating schedulesor
workpapersfor income and expenses, cost of goods sold, and
balance sheets, as well as Form 851, Affiliations Schedule,
must also be attached. A pro-forma federal return is not
acceptable. TheNebraskareturnisbased upontheactual federal
return asfiled or prepared for filing. The Nebraskareturn can
be properly completed only after thefederal returnisprepared.

COMPLETE RETURN. To constituteacompletereturn, all
informational questionsand lineson the return and applicable
schedules must be completed and a true copy of the federal
return asdefined above attached. Failureto attach thefederal
return information or to complete all informational questions
or linesonthereturnsor scheduleswill delay processing of the
return. A penalty for failure to file areturn may be imposed
when the actual tax liability cannot be computed from the
information appearing on the face of the Nebraskareturn.

CHANGES OR CORRECTIONS IN FEDERAL OR
OTHER STATE’S RETURN. Any corporationwhosereported
income or deductionsare changed or corrected by the Internal
Revenue Service or through renegotiation of acontract with
the United Statesisrequired to report the change or correction
within 90 days of the determination by filing an Amended
Nebraska Corporation Income Tax Return, Form 1120XN. In
addition, any corporation whose reported incomeor allowable
tax creditsin another state are changed or corrected by that
state or any other competent authority in away material to the

tax liability owed to Nebraskaisrequired to report the change
or correction within 90 daysafter it becomesfinal by filingan
Amended Nebraska Corporation Income Tax Return,
Form 1120XN.

Any corporationwhichfilesan amended return withthe Internal
Revenue Serviceor whichfilesan amended return with another
stateinvolving achangeor correction material toitsNebraska
tax liability must file an amended return with the Nebraska
Department of Revenue within 90 days of the filing of the
amended federal or statereturn.

An amended return reporting achange or correction must be
mailed separately from theannual return of the corporation.
NONHIGHWAY USE MOTOR VEHICLE FUELS. Any
corporation licensed to purchasenonhighway usemotor vehicle
fuelsmay claim acredit for fuels purchased. Application for
the permit must be made on Form 83 prior to purchasing the
fuel. Thecredit isclaimed by filing the Nebraska Nonhighway
Use Motor Vehicle Fuels Credit Computation, Form 4136N,
which may be obtained from the Nebraska Department of
Revenue and most banks and savings and | oan associations.
For more information, contact Motor Fuels Taxpayer's
Assistancetoll free at 1-800-554-3835.
COMMUNITY DEVELOPMENT ASSISTANCE ACT
CREDIT. Thiscreditisallowableto businessfirms, including
corporations, for contributions to approved projects of
community betterment organi zationsrecognized by the Nebraska
Department of Economic Development. Seetheinstructions
on the 1999 Nebraska Community Development Assistance
Act Credit Computation, Form CDN, for moreinformation on
this credit. Form CDN and the green copy of Form 1099NTC
must be attached to the Form 1120N to claim the credit.
M oredetail ed information on thiscredit can al so be obtained
by writing to the Nebraska Department of Economic
Development, Community and Rural Development Division,
P.O. Box 94666, Lincoln, Nebraska 68509-4666; or by calling
(402) 471-2280, or 1-800-426-6505, extension 2280.
EMPLOYMENT AND INVESTMENT GROWTH CREDIT.
Thiscreditisallowablefor additional investment and creating
employment in Nebraska. For more information, see the
instructions on the Nebraska Employment and I nvestment Credit
Computation, Form 3800N. Form 3800N must be attached to
the Form 1120N to claim the credit.
For more detailed information on this credit, contact the
Nebraska Department of Revenue, P.O. Box 94818, Lincoln,
Nebraska 68509-4818; or call toll free 1-800-742-7474 in the
continental United Statesor in Lincoln, call 471-5729.
SIGNATURES. Thisreturn must be signed by a corporate
officer. If thetaxpayer authorizes another personto sign this
return, there must be a power of attorney on file with the
NebraskaDepartment of Revenue. Any personwhoispaidfor
preparing a taxpayer’s return must also sign the return as
preparer.
DEFINITIONS.
1. Apportionment meansthe processof determining
the portion of incomederived from sourceswithina
state. The entire federal taxable income of a
unitary business operating within and without
Nebraska is presumed subject to apportionment.
2. Corporate taxpayer meansany corporationthatis
not part of aunitary businessor the part of aunitary
business, whether it isone or more corporations, that
isdoing businessinthisstate.

3. Sales meansall grossreceiptsof thetaxpayer.



4. Single economic unit means a business where
thereisasharing or exchange of value between the
parts of the unit. A sharing or exchange of value
occurswhen the parts of the businessarelinked by a)
common management or b) common operational
resourcesthat provide material economiesof scaleor
transfers of value or flow of goods, capital, or
servicesbetween the partsof theunit.

5. State means any state of the United States, the
District of Columbia, the Commonwealth of Puerto
Rico, any territory or possession of the United States,
and any foreign country or political subdivision
thereof.

6. Subjectto the Internal Revenue Code meansa
corporation that meetsthe requirements of Internal
Revenue Code Section 243 in order for its distribu-
tionsto qualify for the dividendsreceived deduction.

7. Taxable in another state meansthat another state
has jurisdiction to subject the corporation to a net
incometax, whether or not that stateimposessuch a
tax, and the corporation actually pays anet income
tax in that state if imposed. The corporation is not
taxablein another stateif it voluntarily filesand pays
anet income tax when not required to do so by the
lawsof that state.

8. Unitary business means a business that is
conducted as asingle economic unit by one or more
corporationswith common ownership and includes
al activities in different lines of business that
contribute to the single economic unit. Common
owner ship means one or more corporations owning
50 percent or more of another corporation.

9. Unitary group meansthegroup of corporationsthat
are conducting a unitary business. A parent-
subsidiary controlled groupisaunitary group.

SPECIFIC INSTRUCTIONS
BUSINESS CLASSIFICATION CODE. Enter the number
fromthe Business Classification Codelistin thisbooklet that
best describesyour principal business activity. Thislistisnew
thisyear. Pleasereview your code carefully.

CORPORATION FILING STATUS. All taxpayers must
complete this portion of the return and answer all questions
applicabletothe corporation’ sstatus.

QUESTION A. Mark “Yes if youfileafederal consolidated
return.

LINE 1. Enter theamount of federal grosssalesor receiptsas
entered on Federal Form 1120 or 1120A (total of line 1 and
lines4 through 10 of Federal Form 1120 or 1120A). If the
corporate taxpayer filing Form 1120N is included in a
consolidated federal return, enter the amount of consolidated
grosssalesor receipts.

LINE 2. Enter the federal taxable income. A unitary group
must enter theamount from line 30, Converting Net IncomeTo
Combined Net Income, Nebraska Schedule 111, Form 1120N.

LINE 3. Enter thefederal net operating losscarryover alowed
asadeduction onthefederal return. Seeline 11 instructionsfor
allowable Nebraskanet operating losses.

LINE 4. Enter the portion of thefederal capital losscarryover
allowed thisyear.

LINE 5. Enter the net amount of other adjustments, if any, to
federal taxable income for Nebraska purposes from line 6,
Nebraska Schedule A. Schedule A must be completed before
making an entry online 5. To report nonapportionableincome
(nonbusiness income), see the instructions for Schedule A,
line4.

The following examples are items which are not alowable
adjustmentsdecreasing federal taxableincome:

1. The wage expense disallowed by the work
opportunity tax credit;

2. Federal incometaxesor other federal taxespaid;

3. Thedepreciation disallowed by theinvestment credit
or other federally required basisreduction; and

4. Income earned in another state. Instead, Nebraska
Schedule I, Apportionment for Multistate Business,
must be compl eted.

Thefedera deductionfor stateincometax isnot an adjustment
increasing federal taxableincome.

State and local government bond interest and dividend
income is to be included on line5. See Schedule A
instructions.

LINE 8. If all incomeisderived from sourceswithin Nebraska,
enter the amount from line 7, Form 1120N.

Corporate taxpayerswhich deriveincomefrom sourceswithin
and without Nebraska and are taxable in another state shall
enter the amount from one of thefollowing:

1. If the apportionment method of determining
Nebraskataxableincomeisutilized, enter theamount
fromline 3, Nebraska Schedulel; or

2. If anadternativemethodisutilized, attach aschedule
showing the computation of the Nebraska
apportionment factor, enter the amount from line 3,
Nebraska Schedule |, and attach a copy of the
approval given by the State Tax Commissioner for
the alternative method. The separate accounting
method of income attribution can only be used
when a prior written application for use of this
method has been approved.

LINE 9. Enter theallowable Nebraskacapital losscarryover.
For amultistate taxpayer, aNebraska capital |0ss consists of
thelosson property whichwasusedintheunitary businessthat
did business in Nebraska, multiplied by the Nebraska
apportionment factor for the year of theloss. If the corporate
taxpayer reported a capital loss on corporate stock or other
assets, theincome from which was not previously treated as
income apportionableto Nebraska, such losscannot betreated
asaNebraskaloss. Capital losscarryoversareonly allowable
to the extent of capital gainsin the year of the deduction.
Attach adetail ed schedul ewhich showsthe computation of the
capital losscarryover.

LINE 11. Enter the allowable Nebraska net operating loss
carryover. The amount allowable is based upon the loss
previously reportedto Nebraskaandisnot based onapercentage
of thefederal carryover.

AttachaNebraskaCorporation Net Operating L ossWorksheet
which showsthe computation of theamount of Nebraskanet
operating loss carryover.

Any net operating loss or capital loss can only be carried
forward for a maximum period of five years.



LINE 13. Usethefollowingtax rate scheduleto computethe
amount of total Nebraskatax to enter online 13.

TAX RATE SCHEDULE
If Net Nebraska Taxable
Income from line 12is —

Over But Not Over Tax Rateis On Excess Over
$ 0 $ 50,000 5.58% $ 0
50,000 $ 2,790 + 7.81% 50,000

LINE 14. Enter theamount paid (not accrued) by the corporate
taxpayer in thistaxable year astaxesin lieu of intangible tax.

Credit can only be taken for taxes paid on premiums from
Nebraskasources. Thetaxespaid by any corporation subject to
tax under Chapter 77, Article 9, or section 81-523; by an
electric cooperative organized under Chapter 70, Article 14; or
by acredit union areconsidered paymentsof inlieu of intangible
tax. Such taxesinclude assessmentspaid to the Comprehensive
Health I nsurance Pool and all owed asan off set agai nst premium
and related retaliatory tax liability pursuant to section 44-4233.

Attach a schedule listing the date of payment, amount of
payment, the payee, and the statutory section requiring payment
of inlieu of intangible tax.

LINE 17. If thetota online 17 isgreater than the Nebraskatax
online 13, theexcesswill not be allowed asan overpayment on
line24, nor may it be used asacarryback or carryover to other
taxableyears.

LINE 21. Enter thetotal of your 1999 estimated tax payments,
lessany Form 4466N adjustment.

INSTRUCTIONS FOR NEBRASKA SCHEDULE A
Summary of Line 5 Adjustments
Nebraska Schedule A must be completed by all corporate
taxpayers making any adjustment on line 5 of Form 1120N.
Any adjustmentsthat are summarized on Nebraska Schedule A
are carried forward to line 5, Form 1120N.

Adjustments Increasing Federal Taxable Income

LINE 1. All stateand local gover nment interest or dividend
income (except that issued by Nebraska state and local
subdivisions) which is exempt for federal income tax
purposes is to be included as an adjustment increasing
federal taxable income.

For dividendsreceived from aregulated investment company,
only the portion of the dividend attributable to Nebraska
obligationsisnot added to federal taxableincomefor Nebraska
tax purposes. Attach adetailed workpaper or schedulelisting
the source and amount of each deduction claimed.

Adjustments Decreasing Federal Taxable Income
LINE 2. Interest and dividendincomefrom U.S. government
obligations represents income which the state is prohibited
from taxing by federal law and is an adjustment decreasing
federal taxableincome.

Corporate |ncome Tax Regulation 24-048 listsitemswhich can
and cannot be excluded. Interest income from repurchase
agreements involving U.S. government obligations is not
deductibleasU.S. government interest.

For dividendsreceived from aregulated investment company,
only the portion of thedividend attributabletointerest on U.S.
government obligations may be excluded. Attach a detailed
workpaper or schedul elisting the sourceand amount of income
derived from each obligation for which adeductionisclaimed.

LINE 3. Enter theamount of adjustment for foreign dividends,
foreigndividend gross-up, or special foreigntax credit deduction
fromline 12, Nebraska Schedule 1.

LINE 4. Enter any claimed allocable and nonapportionable
income(nonbusinessincome) online4a Theamount of claimed
allocable, nonapportionableincome must be reduced by related
expenses (enter on line 4b), and a portion of thetotal interest
expense of the taxpayer (enter on line 4c). Related expenses
includeall direct expensesand all indirect expensesattributable
to the activities producing the nonapportionableincome. The
amount of interest expensethat isconsidered related and which
must be disallowed online4cisdetermined by multiplying the
total interest expense by the ratio of the investment in the
activities producing the nonapportionableincometo thetotal
assets. Entriesmust bemadeon lines4b and 4c or theentire
amount of allocable, nonapportionable income claimed may
be disallowed.

Attach adetailed description of the claimed amount, together
with evidencethat theincomeisnot part of aunitary business.
Also attach an affidavit from a corporate officer that the
corporate taxpayer has not claimed the same incometo be a
part of aunitary business subject to apportionment in another
statewith substantially the samelaw as Nebraska.

LINE 5. Enter any other adjustment not reported on lines 1
through 4. Attach adetailed explanation of the basisfor such
adjustment and any necessary schedules.

LINE 6. Enter total adjustmentson line 5, Form 1120N.

INSTRUCTIONS FOR NEBRASKA SCHEDULE |
Apportionment for Multistate Business
Nebraska Schedule | must be completed by all corporate
taxpayerswhich deriveincomefrom sourcesboth within and
without Nebraska. Thefactor on thisscheduleisrounded to

six decimal places. It isentered asa per cent.

Nebraskausesasingle-factor, sales-only formulato apportion
income.

When acorporatetaxpayer consistsof two or more corporations
engaged in aunitary business, apart of whichisconductedin
Nebraska, theincome of the corporate taxpayer apportionable
to Nebraskaisdetermined by applying theratio of the corporate
taxpayer’ ssalesin Nebraskato the sales of theentire unitary
group. Each corporatetaxpayer must file oneincometax return
for theentiregroup. Thereturnwill includeall corporationsin
theunitary business. Any corporation that isrequired or has
received permissionto usean alternative apportionment formula
cannot beincludedintheunitary group.

Corporationsfiling combined returns must compl ete and attach
Subsidiary or Affiliated Corporations, Nebraska SchedulelV,
and Converting Net Incometo Combined Net Income, Nebraska
Schedule 111, in addition to Nebraska Schedulel.

A corporate taxpayer that is a partner in a joint venture or
partnership with which the corporatetaxpayer isunitary must
compute its Nebraska taxable income in accordance with
Regulation 24-056.

A corporation using an alternative method of apportionment
must attach a copy of the approval of the alternative method
and acomputation of theapportionment factor. Enter thefactor
online 2, Nebraska Schedulel, and completelines 1 through 3.

SALES FACTOR. Thesalesfactor isafraction, thenumerator
of whichisthetotal salesof the corporatetaxpayer in Nebraska



during the taxable year, and the denominator of which isthe
total salesof thetaxpayer everywhereduring thetaxableyear.
Total salesinclude gross sales of real and tangible personal
property, less returns and allowances, and all other items of
gross recei ptswhich constitute taxableincome. | ntercompany
salesbetween unitary corporationsusi ng the combinedincome
approach areexcluded from the salesfactor. Grossreceipts, if
substantial in amount and realized from an incidental or
occasional sale of afixed asset used in connection with the
taxpayer’s regular trade or business, are excluded from the
sales factor since the inclusion of such receipts would not
fairly reflect the extent of the taxpayer’ s business activity in
Nebraska.

Thefollowing salesof tangible personal property areincluded
asNebraskasalesinthe salesfactor:

1. Salesof property which aredelivered or shippedtoa
purchaser, other than the U.S. government, within
Nebraska regardless of the f.o.b. point or other
conditionsof thesale; and

2. Saesto the U.S. government of property shipped
from an office, store, warehouse, factory, or other
placeof storageinthisstate.

Sales other than the sal es of tangible personal property arein
Nebraskaif:

1. The income-producing activity is performed in
Nebraska; or

2. The income-producing activity is performed both
within and without Nebraskaand agreater proportion
of the income-producing activity is performed in
Nebraska during the taxable year than in any other
state, based on costs of performance.

Sales or receipts not specifically assigned by the preceding
paragraphsareassigned asfollows:

1. Grossreceipts from the sale, rental, or lease of real
property arein Nebraskaif thereal property islocated
inNebraska.

2. Grossreceiptsfromtherental, lease, or licensing of
tangible personal property are in Nebraska if the
property is in Nebraska. If the property was both
withinand without Nebraskaduring thetaxable year,
then the grossreceiptsattributableto the period, or
theratio of timethe property wasused in Nebraska,
areconsidered in Nebraska.

3. Grossreceiptsfrom the performance of servicesare
in Nebraska if the services are performed in
Nebraska. If such services are performed partly
within and partly without Nebraska, aportion of the
grossreceiptsfrom performance of the servicesshall
beattributed to Nebraskabased upon theratiowhich
thedirect costsincurred in Nebraskabear to thetotal
direct costsof the services.

4. Gross receipts from the interest income or service
charges arising from the sale of tangible personal
property are attributable to Nebraska if the saleis
attributed to Nebraska.

SALES TO THE U.S. GOVERNMENT. TheU.S. government
isthe purchaser when it makes direct payment tothe seller. A

saletothe U.S. government of tangible personal property isin
Nebraskaif it is shipped from an office, store, warehouse, or
other place of storagein Nebraska. Theaboverulesfor salesof

other than tangible personal property apply to salesmadetothe
U.S. government.

LINE 13, NEBRASKA APPORTIONMENT FACTOR.To
calculate the Nebraska apportionment factor, divide line 12,
NEBRASKA column, by line 12, TOTAL column. Round to
six decimal placesand enter asa percent.

INSTRUCTIONS FOR NEBRASKA SCHEDULE Il
Foreign Dividend and
Special Foreign Tax Credit Deduction

Nebraska Schedule Il must be completed to compute the
deduction for dividends received or deemed to be received
from corporationsthat are not subject to the Internal Revenue
Code. A deductionisonly allowed for those amountsincluded
in federal taxable income (line 30, Federal Form 1120). In
addition, an adjustment isallowed for incomethat istaxed by a
foreign country or one of itspolitical subdivisionsat aratein
excess of the maximum federal corporate tax rate. The
adjustment can be made for each foreign country or group of
foreign countries. The amount of federal taxableincome from
operationswithin aforeign taxing jurisdiction shall bereduced
by theamount of taxes actually paid totheforeignjurisdiction
that are not deductible solely becausetheforeigntax credit was
elected on the federal incometax return. The amount of after-
tax income shall then be divided by one minus the maximum
tax rate for corporationsin the Internal Revenue Code. The
result of thiscal culation will be subtracted from the amount of
federal taxableincomefrom foreign operations.

Thedifferenceisreportedinthetotal adjustment computed on
Nebraska Schedule A and is included as an adjustment to
federal taxable income on line 5, Form 1120N. Schedule C,
Federal Form 1120, and Schedules A and B of Federal Form
1118 must be attached.

LINE 11. If line 10isgreater than or equal toline 7, enter -0-.
If line 10 isless than line 7, enter the difference, but do not
enter morethan theamount online8.

LINE 12. Enter thetota of lines 3, 4, 5, 6, and 11 on line 12
and transfer thistotal toline 3, Nebraska Schedule A.

INSTRUCTIONS FOR NEBRASKA SCHEDULE Il
Converting Net Income
to Combined Net Income
Nebraska Schedule |11 must be completed by each corporate
taxpayer filing acombined Nebraska Corporation Income Tax
Return, Form 1120N. If additional spaceisrequired, attach a
schedule using the sameformat as Nebraska Schedule 1.

Inlieu of Nebraska Schedule 11, the corporate taxpayer may
begin with amounts reported on the federal return and then
make the necessary adjustmentsto arrive at combined income.
This schedule should be in a format similar to Nebraska
Schedulelll, and isto be attached to Form 1120N.

INSTRUCTIONS FOR NEBRASKA SCHEDULE IV
Subsidiary or Affiliated Corporations
Nebraska Schedule IV must be completed if the corporate
taxpayer is a member of a unitary group or if the corporate
taxpayer either individually or asagroup owns 50 percent or
more of another corporation or isowned 50 percent or more by
another corporation. If additional spaceisrequired, attach a

scheduleusing the sameformat asNebraska Schedule V.

The amountson lines 20, 21, and 23 of Form 1120N are equal
tothe columntotalsof columns A, B, and C, respectively. The
amount on line 12 in the Nebraska column of Schedulel,
Form 1120N, isequal to the column total of column D.



